The relationship between financial markets and industry growth has been approved by many previous studies. In this paper, as an innovative research, we try to find the impact of market capitalization in financial market as a proxy for financial market on the industry growth in Russia and Iran. In fact, these two countries are classified as developing economies in which the financial markets can play a powerful engine to improve the industries' performances. Hence, it would be interesting to compare market capitalization-industry growth nexus in Russia and Iran as two developing countries. In order to fulfill this purpose, an econometric model called Vector Autoregressive Model (VAR) is applied for the annual data over the period of 1992-2014. The finding proves the positive relationship between market capitalization and industry growth in both countries, Iran and Russia. Based on the results, a 1% increase in market capitalization in Iran and Russia increases the industry growth by 0.07% and 0.02%, respectively. It has been concluded that market capitalization can play a significant role in order to grow the industry in Iran and Russia. However, these two countries need to improve the efficiency of their financial markets to improve the positive impact of these markets on their industrial growth. The novelty of this research can be highlighted in this way that the financial market in oil exporting countries, Russia and Iran as our case studies, may be a golden key to reach to a positive and stable economic growth. Thereby, oil exporting countries should try to implement good financial policies and improve the efficiency of financial market.
Introduction
It is always discussed that industrial growth in an economy hinges on efficient financial markets, which pool domestic savings and mobilized foreign capital for productive investment in an industry. It is clear that without effective financial institutions, productive and necessary industrial projects may remain unexploited. In fact, inefficient financial institutions (or in other words markets) will have the influence of taxing productive investment and thus decreasing scope for improving the stock of equipment required to compare globally. It is a real fact that inefficiency in the financial markets can substantially cut growth from the industry in an economy.
Another crucial point is that inappropriate or underdeveloped functioning financial markets deter foreign investors due to this fact that the markets are illiquid and doing trade is expensive. Direct investment in an industry is negatively influenced if raising domestic capital in the financial markets is difficult and expensive.
Literature review
The attention to the role of financial markets in an economy goes back to Bagehot and et al. [1] and J. Schumpeter [18] who explained the importance of the financial market effects on economic and industrial growth. Over the years, many economists have tried to develop this relationship through some theoretical models. For example, R. Levine [9] and Bencivenga et al. [3] introduced a model in which more liquid markets may lead to long-term investment increase and industrial growth. A. Shleifer and R.W. Vishney [17] and A. Bhide [4] discussed that good financial markets may lead to liquidity increase, which would have an impact on resource allocation and slowing industrial growth in a country. Furthermore, a group of studies has focused empirically on this matter. R. Levine and S. Zervos [10] proved that stock market liquidity positively affects industrial growth. R.G. Rajan and L. Zingales [15] found that stock market size has a long run relationship with industrial development. T. Beck and R. Levine [2] investigated the relationship between industry growth and capital allocation. Their findings depict that bank-based financial system is better at financing the expansion of industries. Kim et al. [8] showed that industries dominated by small firms grow faster in a country with a more bankbased financial systems. They also found that the impacts of financial structure on industry growth runs chiefly in a way that growth in the amount of establishments rather than through growth in the average size of establishments.
In this study, we will provide a case study based investigation of the relationship between financial markets and industry growth in two countries, i.e. Iran and Russia. Since these two countries are classified in the developing economies, this investigation would be interesting and give some useful policy implications.
The study is structured as follows: The next section presents a brief literature review. After that methodology is discussed. The results are considered in the next and the last section concludes the paper.
In this paper, we consider market capitalization as a proxy for financial market and try to explore its effect on industry growth in Iran and Russia. Theoretically, industry growth in a country depends on various factors such as production cost, demand, competitors, etc. One of the most important factors is the stock market. In fact, as Dicle et al. [5] mentioned, a well developed stock market can improve industry growth in a country by encouraging people to increase investment in industry sectors. In other words, the stock market can transfer liquidity from households to entrepreneurs or industries. The market capitalization is an indicator which shows the growth or fall of the stock market. Growth in the market capitalization means a more developed financial sector, better bond and equity market, as well. This circumstance would lead to industry growth in a country. R. Levine and S. Zervos [10] discuss that market capitalization (market value) is a crucial issue in regards to improving productivity by enhancing the efficiency of financial intermediaries, increasing the MPC (marginal productivity of capital) as well as making growth in the saving rate.
Trends of market capitalization and value added in industry
In the last decades, Russia and Iran have experienced growth in their market capitalization, except in some unusual periods such as the Russian financial crisis in 1998 and 2009, financial sanctions against Iran after 2010 or sanctions against Russia after 2014 . The market capitalization of listed companies in these two countries over the period 1992−2014 which are collected from the World Bank is shown in the following fig. 1 . It can be seen from the above figure that market capitalization in Russia has grown especially between two financial crises (1998−2008) . This fact was one of the main factors, generating the high economic growth in Russia. However, after 2011, due to some political conflict, oil price fluctuations and monetary policy of the Central bank of the Russian Federation, the Russian market capitalization or stock market has experienced declines from nearly 954 million dollars in 2010 to about 385 million dollars in 2014. In the case of Iran, it can be noted that the market capitalization in this country has experienced a trend with lower fluctuations. Just in 2011−2012 due to some financial sanctions in regards to its nuclear program S. Mardaneh [12] , the indicator has a reduction, but in 2013, the Central bank of Iran decreased sharply interest rate to strengthen the stock market. This policy led to increase of Iran's market capitalization from nearly 90 million dollars in 2012 to 345 million dollars in 2013. However, the sharp oil price reduction in 2014 made it increase to a level of 116 million dollars in 2014 (Taghizadeh Hesary et al. [19] ).
Besides market capitalization, considering industry growth in these two countries is necessary to explore the development trend of this variable. Here, we use the value added of industry in GDP as a proxy for industry growth. The following figure depicts the contribution of industry in GDP of Iran and Russia over the period 1992−2014. This variable comprises value added in some industries such as mining, manufacturing, construction, electricity, water and gas. It can be seen from the above figure that since the beginning of 2000, Industry value added as a percent of GDP in Iran has moved higher than the value in Russia. It shows the dynamic portion of industry in economy of Iran. However, the growth of the service sector in Russia, particularly after 2000, and the drastic GDP growth are noticeable in interpretation of the reduced movement of this variable in Russia.
Nevertheless, the amount of this variable in Russia is more than it in Iran. The value added of industry in Iran and Russia in constant 2005 U.S. dollars is illustrated in the following fig. 3 . 
Estimation Methodology
To find out the relationship between financial market (with a proxy of market capitalization) and industry growth (with a proxy of value added of industry), we follow basically the Huang-Fang-Miller model [7] which shows the relationship between financial development and industrial growth. Since Iran and Russia are oilbased economy, the oil price plays a crucial role in the industrial growth of them. Hence, we add this variable to our model. Furthermore, we add inflation rate as a monetary variable to our model. Generally,our econometric model can be written as: LnIND t =β 1 
In the above equation, y t is the vector of variables (industry growth, market capitalization, inflation rate, oil price and GDP), C is a vector of intercepts, y t-1 is the lag of the variable y. Furthermore, A i indicates a time-invariant matrix.
Before running VAR model, we need to find out the order of integration of the variables by applying unit root tests, i.e. Augmented Dickey−Fuller (ADF) and Phillips−Perron (PP) tests in this study. The main difference between these two various tests is their facing with the heteroskedasticity and any serial correlation in the error terms (Nasre Esfahani and Rasoulinezhad [13] ). The test regressions for the ADF and PP tests are as follows:
In the ADF equation, D t indicates the deterministic term vector. The ɛ t represents the error term which is serially uncorrelated and also consider as hemoskedastic. Note: PP test is Phillips−Perron test, "D" refers to first differences.
As we have found out from the unit root tests, all our series are I(1), hence, it is possible now to check the presence of a long run cointegrating relation among the endogenous variables.
But, before proceeding the cointegration test, we should find the convenient and optimal lag length. In this present research, we choose optimal lag numbers using the Akaike Information Criteria (AIC), Hannan−Quinn Criterion (HQC) and Schwarz information criterion (table 3) , which suggest one lag. This lag number is used for the cointegration test and also the remaining research analysis. 
It is obvious that a 1% increase in the industry growth in Russia can increase the future industry growth by 0.24%. Furthermore, oil price and GDP have positive relationship with industry growth in Russia. A 1% increase in GDP and oil prices may lead to 0.04% increase in industry growth. Inflation has a negative impact on industry growth of Russia. Means that a 1% increase in inflation rate in Russia can decrease the industry growth of this country by -0.008%. Finally, the result shows that market capitalization has a positive relationship with industry growth in Russia and 1% increase in this variable improves the industry growth by 0.07%, which is higher than the effects of GDP, oil prices and inflation rate.
In the case of Iran (equation 6), the results depict the positive impact of current industry growth on the future industry growth. In other words, a 1% increase in industry growth in Iran will lead to 0.92% increase in the future industry growth. Also, market capitalization has a positive connection with industry growth in Iran by a positive coefficient of 0.02. Moreover, a 1% increase in oil prices can increase the industry growth by 0.01%. The findings prove the negative relationship of inflation rate and GDP with industry growth. A 1% increase in GDP and inflation rate may lead to reduction of industry growth by 0.06% and 0.04%, respectively. 
In regards to the negative relationship between GDP and industry growth in Iran, one of the main reasons is the existence of the Dutch Disease, which means the economic growth in Iran is generated by natural resource export revenues and due to the lack of management, these revenues in Iran always lead to national currency appreciation which makes the local industries less competitive in the world market. This circumstance causes problems for the local industries in Iran. Many previous studies proved the existence of Dutch disease in the economy of Iran such as S. Mardaneh [12] , Manzoor et al. [11] and Salehi Esfahani et al. [16] .
Conclusions This research has empirically attempted to investigate the dynamic nexus between market capitalization and industry growth for two oil exporting countries, i.e. Russia and Iran, for the period 1992−2014 by using the VAR model. It should be noted that in this study for the first time, the relationship between market capitalization and industry growth in Iran and Russia has been considered and this fact proves the novelty of this research.
According to the results, it has been concluded that market capitalization has a positive relationship with industry growth in Iran and Russia. But in Russia, it has a higher positive relationship between them. Means than a 1%
71
The end of table 4
I.G. Sergeeva, T. Tayebehsadat
increase in market capitalization in Russia will lead to 0.07% increase in industry growth, while a 1% increase in Iran's market capitalization may lead to only 0.02% increase in industry growth.
Furthermore, the results depicted the negative relationship between inflation rate and industry growth. Means that any increase in inflation rate can increase the production cost or lower the purchasing power of households that totally can impact negatively on industry growth. Moreover, based on the fact that these two countries have oil-based economy, we found the positive relationship between oil prices and industrial growth. In fact, petroleum industry in these two countries plays the major role in their economy among other industries. So any increase in oil prices can lead to a higher investment in these industries or lower the investment risk in these countries which finally cause the petroleum industry growth.
In the case of industry growth-GDP nexus, we did not find a similar evidence, as there is a positive relationship between these two variables in Russia, while GDP has a negative connection with industry growth in Iran. As we mentioned before, the basic reason is the existence of the Dutch disease in the economy of Iran. Our this finding is in line with some previous studies such as S. Mardaneh [12] and Salehi Esfahani et al. [16] .
